
    

     

  

   

  
 

   

      
  

      
 

      
 

 

      
 

 

      

       

      

 
 
 
 

    
 

      

 
 
 
 
 

       
       
  

      
 

 
 

       
   

      
 

 

STATE OF CALIFORNIA — DEPARTMENT OF FINANCE 

MAJOR REGULATIONS STANDARDIZED REGULATORY IMPACT 

ASSESSMENT SUMMARY 

DF-131 (NEW 11/13) 

STANDARDIZED REGULATORY IMPACT ASSESSMENT SUMMARY 

Agency (Department) Name Contact Person Mailing Address 

Email Address Telephone Number 

1. Statement of the need for the proposed major regulation. 

2. The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount of the 
economic impact on each such category. 

3. Description of all costs and all benefits due to the proposed regulatory change (calculated on an annual basis from estimated date of filing 
with the Secretary of State through 12 months after the estimated date the proposed major regulation will be fully implemented as 
estimated by the agency). 

4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed 
$50 million. 

State Water Resources Control Board Melissa Hall

melissa.hall@waterboards.ca.gov (916) 323-0373
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5. Description of the agency’s baseline: 

6. For each alternative that the agency considered (including those provided by the public or another governmental agency), please describe: 
a. All costs and all benefits of the alternative 
b. The reason for rejecting alternative 

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach). 

8. A description of the economic impact method and approach (including the underlying assumptions the agency used and the rationale and 
basis for those assumptions). 

Agency Signature Date 

Agency Head (Printed) 

Eric Jarvis (Dec 13, 2022 10:46 PST)

Yana Garcia, Secretary

12/13/2022

https://calepa.na2.adobesign.com/verifier?tx=CBJCHBCAABAAvLc9u8C9wasz1DDeCSAvtSwrMtmTAGOv

	Mailing Address: P.O. Box 100 [95812-0100] 
1001 I Street, 17th Floor 
Sacramento, CA 95814
	1 Statement of the need for the proposed major regulation: HSC 116365 requires the State Water Board to adopt primary drinking water standards at levels as close as feasible to the corresponding public health goals as is technologically and economically feasible, while placing primary emphasis on the protection of public health. The State Water Board is proposing to adopt a primary drinking water standard for hexavalent chromium, consistent with and meeting the requirements of HSC section 116365. The proposed regulations would include a maximum contaminant level, a detection limit for the purposes of reporting, best available technologies, public notification content and requirements, and consumer confidence report language to replace those invalidated by the Sacramento Superior Court's judgment for case No. 34-2014-80001850.

	2 The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount o f the economic impact on each such category: The proposed regulation directly affects the 233 public water systems (PWS) with hexavalent chromium concentrations of more than 10 μg/L in California. Of the 233 affected PWS, 160 are community water systems (CWS), 62 are non-transient non-community water systems (NTNCWS), 7 are transient non-community water systems (TNCWS), and 4 are wholesalers. Of the 233 PWS, 146 are privately-owned systems and 82 are public water agencies. The annual direct costs of compliance to the typical privately-owned CWS, NTNCWS, and TNCWS are $253,151, $75,273, $65,896, respectively. One impacted PWS is owned by a Native American Tribe; the annual cost of compliance to that PWS is $53,620. There will be spillover effects on individuals and businesses that purchase water from impacted PWS, to the degree that PWS pass on the costs of monitoring and treating for hexavalent chromium to them as customers. Approximately 5.3 million individuals are expected to experience water cost increases: about 4.5 million individuals might incur additional water costs no greater than $20.46 per month, 743,632 individuals might incur additional water costs ranging from $20.46 to $57.92 per month, 93,616 individuals might incur additional water costs ranging from $57.92 to $121.02 per month, and 5,047 individuals might incur additional water costs ranging from $121.02 to $463.21 per month. As with households, the affected PWS may choose to pass on some or all of their increased costs to the businesses that they serve, likely in the form of higher monthly water bills. These businesses would incur additional water costs similar to those incurred by households.
	3 Description of all costs and all benefits due to the proposed regulatory change calculated on an annual basis from estimated date of filing with the Secretary of State through 12 months after the estimated date the proposed major regulation wi ll be fully implemented as estimated by the agency: • Costs: together, PWS will incur annual direct costs of $2.3 million, $0.5 million, $108 million, $164 million, $180 million, and $180 million from year 2024 to year 2029, respectively. These direct costs consist of source monitoring costs ($1 million in 2029), which can be at either routine or increased frequencies, depending on the contamination of the source and the type of water being monitored (groundwater or surface water); capital costs ($95.2 million in 2029) which are the upfront treatment costs consisting of equipment, infrastructure, construction activities, and professional services; operations and maintenance costs ($83.3 million in 2029) consisting of disposal, chemicals, labor, energy, and maintenance costs; and costs to prepare compliance plans ($1.8 million in 2024 only).
• Benefits: the primary benefits of the proposed regulation are improved public health through the improvement of drinking water quality. The main beneficiaries would be those served by PWS whose current concentration of hexavalent chromium is greater than the proposed MCL. With the proposed MCL, approximately 898 cancer cases will be avoided over 70 years statewide. Additional non-quantifiable health benefits are expected in the form of reduced cases of liver toxicity and a reduction in adverse effects in the liver and blood forming tissues.
	4 Description of the 12month period in which the agency estimates the economic impact of the proposed major regulation will exceed 50 million: The economic impact of the regulation is projected to exceed $50 million in a 12-month period. The determination of costs includes required monitoring and treatment costs for all PWS in California. Monitoring costs are expected to start in the year the regulation is adopted (year 1), and treatment costs are expected to start two years after the regulation is adopted (year 3). However, smaller systems will be given additional time to install treatment: systems with 1,000 to 10,000 service connections must begin treatment by year 4, and systems with less than 1,000 service connections must begin treatment by year 5. Costs are expected to exceed $50 million two years after the regulation is adopted (year 3).
	5 Description of the agencys baseline: California requires PWS to sample their drinking water sources and have the samples analyzed for inorganic chemicals to determine compliance with MCLs, also referred to as drinking water standards. Each PWS can have any number of sources and serve any number of people. The proposed regulation directly affects the 233 PWS with hexavalent chromium concentrations of more than 10 μg/L, out of a total of 7,355 PWS in California. Of the 233 affected PWS, 160 are CWS, 62 are NTNCWS, 7 are TNCWS, and 4 are wholesalers. Out of the 10,131 PWS sources that sampled for hexavalent chromium between January 1, 2010, and June 21, 2021, 508 sources (in the 233 systems) have annual concentrations above the proposed MCL of 10 μg/L. Combined, these contaminated systems serve 5,542,798 people statewide, who are expected to experience health benefits from lower concentrations of hexavalent chromium in their drinking water. The vast majority of the population affected is served by CWS (5,328,938 people) and 94% are in urban areas. Currently hexavalent chromium is not regulated except as a part of the total chromium MCL of 50 μg/L. In this baseline, water systems are not required to sample for or treat hexavalent chromium specifically. However, some PWS have already installed treatment technologies for regulated contaminants, such as ion exchange equipment for arsenic, that could also be used, along with additional resources to treat hexavalent chromium.
	6 For each alternative that the agency considered including those provided by the public or another governmental agency plea se describe a All costs and all benefits of the alternative b The reason for rejecting alternative: • Alternative 1 has a less stringent MCL of 12 μg/L. The annual direct cost after full implementation of this alternative is $134 million. The benefits include up to 713 cancer cases avoided over 70 years, avoided non-cancer cases, and healthcare cost savings.
• Alternative 2 has a more stringent MCL of 8 μg/L. The annual direct cost after full implementation of this alternative is $279 million. The benefits include up to 1,136 cancer cases avoided over 70 years, avoided non-cancer cases, and healthcare cost savings.
• Alternative 3 has a more stringent MCL of 1 μg/L. The annual direct cost after full implementation of this alternative is $2.0 billion. The benefits include up to 3,536 cancer cases avoided over 70 years, avoided non-cancer cases, and healthcare cost savings.
Cost-effectiveness of the alternatives were calculated as the ratio of the cost of the alternative to the number of cancer cases avoided. Alternative 1 was rejected because it has similar cost effectiveness as the proposed MCL but is less health-protective. The other two alternatives were rejected because they are much less cost-effective than the proposed MCL.
	7 A description of the methods by which the agency sought public input Please include documentation of that public outreach: There have been five pre-regulation workshops. The first workshop, held on April 27, 2020, focused on economic feasibility and included a white paper titled “Economic Feasibility Analysis in Consideration of a Hexavalent Chromium MCL” published in February 2020. The second and third workshops were held on December 8 and 9, 2020, and covered treatment costs assumptions, equations, data, and results. The fourth and fifth workshops were held on April 5 and 7, 2022, and covered an administrative draft of the MCL with a focus on updated cost estimates. A CEQA scoping meeting was held between the two sets of workshops, on November 29, 2021. Comments, suggestions, and alternatives were solicited at each workshop and meeting, and during the following comment periods:
• Notice released on March 6, 2020 (revised April 9, 2020), with written comments due May 15, 2020;
• Notice released on November 25, 2020, with written comments due December 31, 2020;
• Notice released on November 5, 2021, with written comments due December 6, 2021;
• Notice released on March 21, 2022, with written comments due April 29, 2022.
	8 A description of the economic impact method and approach including the underlying assumptions the agency used and the rationale and basis for those assumptions: The State Water Board adopts the regional economic model developed by the U.S. Bureau of Economic Analysis: the Regional Input-Output Modeling System (RIMS II), to estimate the effects of the regulation, and used RIMS II multipliers from 2017 for California’s economy. Direct costs were used as inputs of an economic model to assess the macroeconomic, indirect, and induced effects of the regulation. Main assumptions and limitations include: potentially significant benefits to households or other water customers are not modeled because health benefits could not be monetized; total California household spending is assumed to drop by an amount equal to the total direct costs of compliance; systems’ capital investments are assumed to be amortized over 20 years; PWS may find ways to comply with the regulation other than treatment, such as obtaining new water supplies or blending multiple water sources but these other compliance activities are expected to cost less than centralized treatment.
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